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Statement of Non-guaranteed Elements
DETERMINATION PROCEDURES FOR NON-GUARANTEED ELEMENTS

The Company currently issues and has in force Flexible Premium Annuity contracts that
contain non-guaranteed interest elements. Small blocks of Universal Life policies that
contain non-guaranteed interest elements are also in force. These contracts provide for
fund accumulations at a minimum rate of interest specified in the policy or contract. Interest
earnings in excess of the guaranteed rate are credited at a rate determined by the
Company quarterly. The Company has appointed an investment committee consisting of
the President/CEQ, Senior Vice President/COO, Vice President of Accounting Services and
Corporate Actuary to review market conditions, investment philosophy and projections of
funds available for investment. This committee then recommends, on the basis of its
analysis, the rate of interest to be credited in the following quarter on such funds to the
Executive Committee of the Company's Board of Directors for final approval.

The Company's Universal Life policies also contain non-guaranteed cost of insurance rates
and monthly expense charges. Maximum cost of insurance rates and expense charges are
specified in the policy. Small closed blocks of 10 year term and 15 year term policies
contain non-guaranteed premium rates. Maximum premium rates are specified in the policy.
Changes will be determined according to procedures and standards on file with the
Insurance Department. Changes will be made by class and will be based on changes in
future expectations for such elements. Policy cost factors will be reviewed every one to five
years.

INTERROGATORIES

1. Since this statement was last filed, have there been any changes in the values of non-
guaranteed elements on new or existing business authorized for illustration by the
company?

No. However, interest rates are reviewed quarterly based on a portfolio average report.

2. Since this statement was last filed, have there been any changes in the values of non-
guaranteed elements actually charged or credited?

No. However, interest rates are reviewed quarterly based on a portfolio average report.

3. Indicate to what extent any changes described in 1 or 2 vary from the policy and/or
general methods and procedures last reported for the affected contracts.

No change.

4. Are the anticipated experience factors underlying any non-guaranteed elements
different from current experience?

No.

5. State whether anticipated investment income experience factors are based on (a) a
portfolio average approach, (b) an investment generation approach, or (c) other.

Portfolio average.

6. Describe how the company allocates anticipated experience among its various classes
of business.

Anticipated experience for major classes of the company's business will be analyzed
separately.

7. Does the undersigned believe there is a substantial probability that illustrations
authorized by the Company to be presented on new and existing business cannot be
supported by currently anticipated experience?

No.

8. Describe any aspects of the determination of non-guaranteed elements not covered
above that involve material departures from the actuarial principles and practices of the
American Academy of Actuaries applicable to the determination of non-guaranteed
elements.

None.

ACTUARIAL OPINION

|, Stafford L. Thompson, Jr., am the Corporate Actuary of North Carolina Mutual Life
Insurance Company and a Member of the American Academy of Actuaries. | have
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examined the actuarial assumptions and methods used in determining non-guaranteed
elements for the individual life insurance and annuity policies of the company used for
delivery in the United States. The non-guaranteed elements included are those:

i) paid, credited, charged or determined in 2009, and
ii) authorized by the Company to be illustrated on new and existing business during 2009.

My examination included such review of the actuarial assumptions and methods of the
underlying basic records and such tests of the actuarial calculations as | considered
necessary. In my opinion, the non-guaranteed elements described above have been
determined in accordance with generally accepted actuarial principles and practices
applicable to the determination of non-guaranteed elements, except as described above.

Stafford L. Thompson, Jr., FSA, MAAA
Corporate Actuary

26, February 2010
Date
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